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Weak global commodity prices have forced the Mexican government to help domestic producers of
sugar, beans, and coffee. During September, President Vicente Fox's administration formalized its
request for a dispute-resolutions panel under the North American Free Trade Agreement (NAFTA)
to examine a complaint that the US has failed to meet its obligations to acquire Mexico's excess
sugar production. In actions more directly intended to impact domestic supplies, the administration
also imposed a temporary embargo on bean imports and announced its intention to dispose of 5% of
low-quality coffee-bean stocks.

Mexico formalizes request for NAFTA panel on US sugar policy
The Mexican government has requested a special dispute-resolution panel to examine its complaint
that the US has failed to meet its sugar-import commitments under the North American Free Trade
Agreement (NAFTA).
Under the original terms of the agreement, the US agreed to acquire all of Mexico's excess sugar,
beginning with the 2000-2001 crop year (see SourceMex, 2000-05-31). The US claims the original text
in the accord is superseded by a side agreement negotiated by former US President Bill Clinton's
administration limiting Mexico's sugar imports to 250,000 MT. Mexico originally announced its
intention to seek the panel in late 2000 (see SourceMex, 2000-08-09).
Economy Secretary Luis Ernesto Derbez said the official request for the panel has been submitted to
NAFTA authorities, and all that remains is for the US government to provide a list of individuals to
make up the panel. The panel is expected to take 12 to 18 months to resolve the issue. The Mexican
government, in the meantime, has rejected the US proposal to slightly increase the sugar-import
quota for Mexico to 137,788 metric tons, compared with 116,137 MT in 2001. "Mexico has always
demanded and will continue to demand that the US meet its commitment to absorb Mexico's
surplus production," said deputy economy secretary Luis de la Calle. He said the surplus output for
this year is estimated at 550,000 MT.
The inability to find a market for Mexican sugar, combined with increased competition from imports
of US high-fructose corn syrup and mismanagement and corruption, have forced many Mexican
sugar mills into bankruptcy. In early September, the government seized control of 27 of Mexico's 59
sugar mills, in an effort to keep the sugar industry afloat (see SourceMex, 2001-09-05)
The sugar issue is inevitably intertwined with imports of high-fructose corn syrup from the US,
with some Mexicans urging the Fox administration to ban all imports of the product. But Derbez
contends such an action could lead to a trade war, which would in the end harm Mexico. "The
US could impose retaliatory sanctions against other Mexican products that have benefitted from
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NAFTA," Derbez cautioned. While Mexico has declined to impose an outright ban on imports of US
corn syrup, the government staunchly defends its right to impose tariffs on this sweetener despite
unfavorable rulings from panels established under NAFTA and the World Trade Organization (see
SourceMex, 1999-10-27, 2000-03-01, 2001-08-15).
The subsidiaries of US companies Archer Daniels Midland (ADM) and Cargill filed separate appeals
to the SE, but both were rejected "because Archer Daniels Midland did not include in its appeal
information any evidence that would justify a revision [of tariffs]," the SE said in a statement in the
daily federal register Sept. 9.

Mexico imposes temporary embargo on bean imports
In late September, President Fox imposed a temporary embargo on imports of dry beans to help
boost domestic prices for Mexican producers. "We will close our borders to bean imports for the
rest of this year and a good part of next year," Fox announced during a tour of Zacatecas state in late
September. Zacatecas grows about 400,000 metric tons of beans annually, about 40% of Mexico's
total production.
The restrictions on bean imports acquired primarily from the US, Canada, and Argentina are
the government's first direct action to assist producers of this commodity. Producers have
long complained that imports are being allowed while thousands of metric tons of beans sit in
warehouses in the major producing states (see SourceMex, 2000-03-22).
Fox promised that his administration would keep a close watch on imports from now on. "We have
to remain vigilant and import only those amounts that are required after domestic supplies are
exhausted," said the president, who pledged to work closely with state governments and producer
organizations to ensure a fair price for producers.
Zacatecas Gov. Ricardo Monreal welcomed the president's promise to support bean producers,
saying some of the beans are shipped into Mexico at unfairly low prices. "This is a timely action
to halt the unfair trade practices of other countries," said Monreal. Agriculture organizations also
applauded Fox's commitment to support bean producers, but they urged the president to take
further steps to halt illegal imports.
The Union Nacional de Productores de Frijol (UNAPROF), a unit of the Confederacion Nacional
Campesina (CNC), said more than 200,000 MT of beans are smuggled into Mexico each year. "The
illegal imports triple the amount of beans brought into the country from overseas, causing harm to
more than 1 million producers," said UNAPROF leader Abraham Montes Alvarado. Montes also
urged the Fox administration to consider imposing more permanent restrictions on bean imports.
"The only time we should import beans is in cases where weather-related emergencies like drought
or floods have reduced our national production," said Montes. "Our annual output of 1 million MT
is sufficient to meet domestic demand."

Mexico to dispose of 1.4 million kilos of low-quality coffee
The government-sponsored Consejo Mexicano del Cafe (CMC) has drafted a plan to withdraw more
than 1.4 million kilos of low-quality Mexican coffee from the market to help support domestic and
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global coffee prices. The coffee will be ground for use as fuel, fertilizer, and livestock fodder. The
CMC decision, announced in mid-September, would affect about 5% of Mexico's total coffee harvest
for 2001-2002, or roughly 250,000 60-kg bags.
Mexico's coffee crop for 2001-2002 has been projected at 5.5 million bags. Of this total, about 3.8
million bags have been designated for export. This export projection already includes that 250,000
bags that will be eliminated, the CMC said.
CMC president Roberto Giesemann, said the plan would be carried out in concert with coffee
producers from Nicaragua, Honduras, El Salvador, Costa Rica, and Colombia, which will also
dispose of a percentage of their low-quality coffee. A fifth Central American country, Guatemala,
supports the plan in principle but has decided to proceed with its own coffee-retention scheme. The
plan is especially crucial for Central America, which some analysts suggest could lose its coffeeexport industry unless prices recover (see NotiCen, 2001-06-07).
Giesemann said the cost for Mexico to participate in the plan is about US$9.5 million, to be shared
by producers, exporters, and the government. The cost for countries that have committed to the
plan, which aims to retire 1.3 million bags from the market during the crop year that began on Oct. 1,
is about US$31.35 million.
The plan by the Latin American producers, which could eventually include Brazil and the Andean
countries, was developed as an alternative to last year's commitment by the world's coffee
producers to reduce exports by about 20%. Latin American producers contend this plan has not
worked, since global coffee prices this year have dropped to their lowest level in 10 years. Coffee
prices were quoted at US$50 per 46-kg bag as of late September, compared with about US$80 or US
$90 a year ago.
The sharp drop in coffee prices has especially affected Mexico, which has also had to contend with
higher costs of production and an overvalued peso. Income for the coffee sector in the 2000-2001
season was already at less than half the level in 1999-2000 (see SourceMex, 2001-07-25). The
downturn in the Mexican coffee sector has led many Mexicans who had been employed in coffee
production to emigrate to the US. "The crisis has affected more than 60% of the national producers,
many of whom are members of indigenous communities and live in marginalized zones," said
Eleuterio Gonzalez Martinez, a CNC leader. (Sources: The News, Associated Press, 09/14/01; Agence
France-Presse, 09/17/01; Reuters, 09/18/01, 09/21/01; CNI en Linea, 08/02/01, 09/25/01; Notimex,
09/18/01, 09/25/01, 09/26/01; El Universal, 09/19/01, 09/21/01, 09/26/01; La Cronica de Hoy, 09/20/01,
09/21/01, 09/26/01; Novedades, 09/26/01; Reforma, 09/18/01, 10/01/01; Excelsior, 10/03/01)
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